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KEY ECONOMIC INDICATORS 
NETHERLANDS ANTILLES 


All values in U.S. $ million unless otherwise stated. 
Exchange Rate: US$1.00= 1.79 Naf 


INCOME, PRODUCTION, EMPLOYMENT 1975 1976 
Population (1,000) 240 245 
Labor Force (1,000) 78. 80. 
Avg. Unemployment Rate (%) 15. 18. 
Minimum Industrial Wage ($ per month) 292 303 
Per Capita Income (Approx. $1,000) Ie 2 
Industrial Production Indices (1968 = 100) 

0il Refinery Production 75 79 
Electricity Production 157 168 





MONEY AND PRICES 

Money Supply 371 

Public Debt (External ) 215 

Annual Debt Service --- he 

Interest Rates (%) 

Commercial Banks (lending) i 11 12 
8.5 9 

Indices (April 1975 = 100) 

Consumer Price : 108 .6 115. 


BALANCE OF PAYMENTS AND TRADE 

Gold & Foreign Exchange Reserves 110. 145.1 149. 
Balance of Payments i 34.6 4, 
Balance of Trade (Deficit) -342. -387 .3 -436. 
Total Imports, CIF 2,805 3,681 3,132 
U.S. Share 164 189 238 





TOURISM 
Total Stay-Over Visitors (1,000) 299 343 378 
Total Cruise Ship Visitors (1,000) 279 339 379 


Sources: Bureau of Statistics, Department of Economic Affairs; Bank of the 
Netherlands Antilles Quarterly Bulletin June 1978. 





SUMMARY 


In 1977 economic activity was largely supported by the services sector. 
Tourism continued the strong recovery begun in 1977, although the rate 
of increase in visitors to the Netherlands Antilles slowed down some- 
what. Retail business benefitted from increased spending by tourists, 
as well as from the significant injection of purchasing power result- 
ing from the public sector's liberal hiring practices. Offshore fin- 
ancial business, transport and transit trade, and ship repair expanded 
vigorously. The closing of a chemical plant on Aruba was the third 
major plant shut down in two years and is yet another example of the 
basic weakness of the industrial sector of the economy. Both oil 
refineries continued to operate at approximately 60% capacity and re- 
portedly operations lost approximately 50 to 80 million dollars for the 
third straight year. A drop in the demand for new housing and the com- 
pletion of several major construction projects affected the construction 
sector and contributed to the continuing decline in private sector em- 
ployment. Despite a significant increase in public sector hiring the 
unemployment figure rose to approximately 20% of the labor force in 
1977. Central Bank warnings, first voiced in 1974, concerning the 
deterioration of the financial position of the Central and Island 
Governments went unheeded with the result that the overall budget bal- 
ance of the Central Government and the Island Governments of Aruba and 
Curacao changed from a 9.4 million dollar surplus into a deficit of 29 
million dollars. 


From the few preliminary figures available the trends and situations 
described above wili continue throughout 1978. The rate of tourist 
expansion will decline, retail business will remain healthy with the 
services sector continuing as the bright spot in the economic situation. 
The picture in the industrial sector will continue to be bleak, partic- 
ularly for the oi] refineries, and there is little or no hope for a 
decrease in the unemployment rate. 


CURRENT ECONOMIC SITUATIONS AND TRENDS 


Tourism continued as the mainstay of the Netherlands Antilles economy 
in 1977, although the recovery begun in 1974 slowed down somewhat. 
Tourism and transportation accounted for a net cash inflow to the 
Netherlands Antilles of 223 million dollars in 1977. Aruba and St. 
Maarten continue to be the brightest performers in the tourism sector 
with Curacao making substantial headway over the disastrous years 
following the 1969 riots. The completion of several major construction 
projects in 1977 increased hotel capacity in Aruba to nearly 2,000 beds 
which is more than twice the figure available in 1972. The period from 





1970 to 1977 saw hotel capacity doubled in St. Maarten and in 1977 

the number of beds in St. Maarten exceeded the number available in 
Curacao. Although hotel capacity has remained stagnant in Curacao, the 
occupancy rate has steadily increased during the past four years and 
was nearly 70 percent for 1977. Bonaire remains the very weak sister 
in the tourist trade with only 171 beds available. However, the 
Central Government with the aid of The Netherlands has recently com- 
pleted expansion of the Bonaire airport to accommodate long range jets. 
Island Government projects call for a significant expansion in hotel 
capacity, already underway, and an upgrading of all tourist related 
facilities. 


Ship repair, primarily at the Curacao Dock Company's magnificent dry 
dock facility, brought a net cash inflow to the Netherlands Antilles 

of approximately 30 million dollars. This figure is six times the 
amount earned in 1972 and the Dock Company's management foresees further 
expansion in the coming years. Other healthy contributors to the ser- 
vices sector, transit trade, distribution, and offshore financial busi- 
ness, remained strong in 1977. The transit trade "Free Zones" in Curacao 
and Aruba are both operating near capacity with expansion of the facil- 
ities on Aruba planned over the next two years. Offshore investment 
company business is expanding vigorously, but due to the nature of this 
business, exact figures on the level of activity are not available. In 
1977 the profit tax collected on offshore companies accounted for over 
10 percent of the total tax receipts in the Netherlands Antilles. 


Per capita income in the Netherlands Antilles remains the highest in 
the Caribbean area and is roughly on a level with less developed coun- 
tries in Europe, such as Portugal, Greece or Ireland. The exact figure 
for per capita income is not officially available but is reliably esti- 
mated to be in the $2,000 to $2,500 range. The combination of healthy 
performances in the services sector and precipitate increase in public 
sector hiring contributed to the buoyancy of the commerce sector. Real 
disposable wage earnings fell sharply in 1976, despite the gains re- 
corded in real wage rates, as total employment declined and income taxes 
increased sharply. In 1977 real disposable wage earnings increased by 
approximately 4 percent due to the expansion of employment in the pub- 
lic sector. This increase in disposable wage earnings coupled with in- 
creased tourist, particularly Venezuelan, spending benefitted the re- 
tail business and maintained commercial activity at a brisk level. 


The increase in public sector hiring and the active retail sales, which 
it in part supports, have adversely affected the financial positions of 
the Central and Island Governments and contributed to the acceleration 
in the rate of inflation. Central Bank warnings on the consequences of 
increased public sector hiring have gone unheeded over the past three 
years with the result that the overall budget balance of the Central and 
Island Governments, taken together, changed from a surplus of 9.4 





million dollars into a deficit of 29 million. Additionally, almost all 
the goods consumed in the Netherlands Antilles are imported, and the 
specter of imported inflation is very real. Compounding this potential 
problem is the decreasing value of the US dollar to which the Antillean 
guilder has been pegged since 1971 at the fixed rate of $1.00 = 1.79 
guilders. About 50 percent of imports here continue to come from 
European countries, particularly The Netherlands, and from Japan, whose 
currencies appreciated sharply against the dollar in 1977 and 1978. 
Prices rose by 5.4 percent in 1977, but there was a marked tendency 

for prices to accelerate during the year partly due to the effective 
depreciation of the guilder. Increased consumer demand and the in- 
crease in disposable wages can be expected to contribute to this acceler- 
ation in the rate of inflation. 


The industrial sector continued to experience severe difficulties in 
1977. A chemical processing plant shutdown in Aruba was the third major 
factory shutdown in the past two years. Both Shell's Curacao refinery 
and Exxon's Aruba refinery operated at well below capacity, approximately 
60 percent, and reported significant losses for the third straight year. 
Shell management reports that the Curacao refinery alone has lost 50 
million dollars. during each of the past three years. Both refineries, 
which are supplied crude from Africa and nearby Venezuela, are faced 

with the combination of a general slowdown in the demand for oil products 
and, more importantly, the development of oi1 fields in the North Sea and 
Alaska. The real crippling factor, according to Government and refinery 
officials, is the United States' energy policy and legislation. The 
United States' Crude 011 Equalization program introduced in November 1974 
makes refined products from the Netherlands Antilles significantly more 
expensive than products from US domestic refineries. Having lost their 
traditional US market the refineries have attempted, largely unsuccess- 
fuly, to diversify into new market areas. Prime Minister of the Nether- 
lands Antilles Rozendal called on U.S. Energy Department officials and 
key Congressmen in July 1978 to seek a change in US energy policy that 
would benefit the refineries. His trip has had no visible effect and in 
September it was announced that the state 011 company of Venezuela was 
negotiating the purchase of partial interest in both the Shell and Exxon 
refineries. Prime Minister Rozendal announced that if these negotiations 
were successful the Government would also enter the refinery business 

as a partner. 


Despite the Central Government's continuing policy of tax holidays and 
investment incentives, there was no new major investment in the indust- 
rial sector in 1977. High wage rates, low productivity and local labor 
laws are the most frequently cited factors accounting for the lack of 
new investment. The administration of the labor code makes it diffi- 
cult if not impossible to adjust to seasonal fluctuations and apparently 
acts not only as a disincentive to new investment but to increased 
hiring by existing enterprises. Reportedly, many businessmen operate 





‘significantly understaffed rather than hire additional and necessary 
employees. 


Unemployment continues as the major social and economic problem for 

the Netherlands Antilles. Employment in the private sector, which had 
stagnated since 1972, has been declining sharply since 1975. The de- 
cline of nearly 9 per cent between the end of 1974 and 1977 was concen- 
trated in the industrial sector, since employment in the private services 
sector probably increased somewhat. Despite sharp increases in public 
sector hiring, the stagnation in private sector employment, steady 
growth of the work force and lack of outside investment in new labor 
intensive industries, will continue to push the unemployment rate up- 
ward. In 1977 the ranks of the unemployed and those employed in the 
public sector accounted for nearly 45 per cent of the total labor force. 


With no new initiatives forseen on the part of the Government, the 
economic trends in evidence in 1977 will continue throughout 1978 and 
into 1979. The services sector will continue as the bright spot in 

the economic situation but the rate of expansion in the tourist sector 
will slow down. It can be reasonably expected that the components of 
the services sector will remain at or near the levels achieved in 1977. 


Retail business will remain active largely supported by the continuing 
growth in public sector employment. The picture in the industrial 
sector will continue to be bleak, particularly for the oil refineries, 
and there appears to be little chance for a significant increase in 
foreign investment in the industrial sector. With no apparent plans 
to alter the underlying causes, the rate of inflation will continue 

to accelerate and the unemployment figure will reach new highs in 

the coming years. 


IMPLICATIONS FOR THE UNITED STATES 


The outlook for US exports to the Netherlands Antilles continues to be 
favorable. There remains a strong underlying bias for European goods, 
particularly from the Netherlands, but this advantage for Eurcpean goods 

is rapidly being overcome by the effective depreciation of the Netherlands 
Antilles florin (guilder), which is pegged to the US dollar, in relation 

to most European currencies. Much of the total import figure of 3 

billion dollars in 1977 is a result of petroleum imports to the refin- 
eries and the US share of imports, 237 miilion dollars, accounts for a 
Sizeable percentage of imported consumer goods. American goods are generally 
popular among most sectors of the society, and are sought by South American 
tourists who consider the Netherlands Antilles a shopper's paradise. Food 
products, clothing, automobiles, and some machinery are particularly strong 
in the Netherlands Antilles' consumer market. Given the fixed rate of 
exchange between the guilder and the dollar, good transportation facilit- 
ies between the US and the Netherlands Antilles and the relative prox- 
imity of the two countries, importers have tended to look to the US first 





for supplies in the past several years and this trend is expected to con- 
tinue and strengthen. Most US consumer goods can be marketed successfully 
through local agents who are well versed in marketing techniques tailored 
to the Netherlands Antilles market. With a high per capita income and 

a relatively sophisticated consumer market due to the high proportion of 
middle income buyers, the Netherlands Antilles remains one of the impor- 
tant smaller markets for US goods. 


Antilliaanse Luchtvaartmaatschappij (ALM), the local airline continues to 
operate profitably but does not have a sufficient number of planes to 
serve the growing tourist sector alone, and KLM will discontinue its sched- 
uled service between New York and the Netherlands Antilles in November 
1978. This leaves only American Airlines and ALM serving the US. Local 
tourist and Government officials perceive a need for increased airline 
service between the two countries and feel that new markets, particularly 
the American Mid West could be opened. Government and tourist industry 
leaders are actively recruiting American flag carriers to open new routes 
to the Netherlands Antilles, and reportedly, several regional US carriers 
plan to file for these new routes. 


As a place for US industrial investment, normal caution is advised, and 
specific advantages of locating in the Netherlands Antilles must be weighed 
against the cost of labor, local labor laws and local taxes. Opportunities 
will occur on an irregular basis for possible participation by US firms in 
specific infrastructure development projects commissioned by the Central 

or Island Governments. Recent examples of such opportunities are the con- 
struction of a new power generating plant on Curacao and the construction 
of a similar plant on Aruba. Firms from Canada, Japan, Great Britain, 

the United States and The Netherlands made bids on the Curacao project 
which was eventually awarded to the Dutch firm. Approximately 30 million 
dollars is involved in each of the projects. 
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